






SEATTLE-TACOMA AREA 
•/. 18 STORES 

’. * (Incl. 1 new store in 1966) 


Corporate Offices, Northern Regional 
Offices and Distribution Center on 65 acres of 
land with over 400,000 square feet of buildings 
serving over 90 stores in Northern California. 


SACRAMENTO AREA 
28 STORES 


: * • 


** 


Southern Regional Offices and Distribution 
Center on 45 acres of land with over 300,000 
square feet of buildings serving over 80 stores 
in Southern California and Arizona. 
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T BAY AREA 
67 STORES 

(Incl. 13 new stores in 1966) 
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GREATER 

LOS ANGELES AREA 
53 STORES 

(Incl. 9 new stores in 1966) 

SAN DIEGO AREA 
14 STORES 


& 


PHOENIX-TUCSON AREA 
15 STORES 






★ DENOTES GEMCO MEMBERSHIP 
DEPARTMENT STORES 
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OF THE YEAR IN BRIEF 



1966 

1965 

SALES 

$467,545,000 

$402,194,000 

EARNINGS 

(Before Taxes on Income) 

14,216,000 

12,288,000 

NET EARNINGS 

7,836,000 

6,938,000 

EARNINGS 

(Per Share Common Stock) 

1.58 

1.44* 


Adjusted for 3% stock dividend issued July 1966 and 100% 
stock distribution in September 1966 




DIRECTORS 


Gerald A. Awes 
President 

Douglas Day 

Retired. Formerly Vice Presi¬ 
dent of Lucky Stores, Inc. 

A. I. Diepenbrock 
Senior Partner of Diepen¬ 
brock, Wulff and Plant, Sac¬ 
ramento, California. 

William H. Dyer, Jr. 

Executive Vice President 

F. A. Ferroggiaro (Chairman) 
Retired. Formerly Chairman 
of the Board of Bank of 
America. 

Wayne H. Fisher, Jr. 

Vice President 


Charles J. Futterman 
Retired. Formerly President 
Shoppers Markets, Inc. 

Richard E. Hambrook 
Retired. Formerly Executive 
Vice President oi Pacific 
Telephone and Telegraph 
Company. 

Ivan Owen 

Vice President, Secretary- 
Treasurer. 

Frank S. Richards 
Senior Partner of Donahue, 
Richards & Gallagher, Oak¬ 
land, California. 

Dwight E. Stanford 
Senior Partner of Stanford 
and McDonough, San Diego, 
California. 


OFFICERS 


Gerald A. Awes 
President 
William H. Dyer, Jr. 

Executive Vice President 
Richard C. Biagi 
Vice President 
Wayne H. Fisher, Jr. 

Vice President 
Lawrence J. Ghiglione 
Vice President 
Ivan Owen 
Vice President 
Secretary-Treasurer 
‘Howard L. Phillips 
Vice President 
Retired March 4,1967 


Dudley G. Richardson 
Vice President 
Lloyd W. Smith 
Vice President 
James L. Stell 
Vice President 
John Button 
Assistant Secretary 
Henry Edwards 
Assistant Treasurer 
Harold B. Johnson 
Assistant Secretary 
Anthony T. Kiernan 
Assistant Secretary 


TRANSFER AGENTS 


Bank of America N.T. & S.A. 
300 Montgomery Street 
San Francisco, California 

Marine Midland Grace Trust 
Company of New York 
New York, N.Y. 


• REGISTRARS 

STOCK 

United California Bank 
405 Montgomery Street 
San Francisco, California 

Manufacturers Hanover 
Trust Company 
New York, N.Y. 


COMMON 


PREFERRED STOCK 

Bank of America N.T. & S.A. United California Bank 

300 Montgomery Street 405 Montgomery Street 

San Francisco, California San Francisco, California 


COUNSEL 

Donahue, Richards & Gallagher 
1417 Central Building 
Oakland, California 

EXECUTIVE OFFICES: 1701 Marina Blvd, San Leandro, Calif. 94577 
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SALES AND EARNINGS 

Sales Increase 16% 

Earnings Increase 13% 

In Lucky’s 1966 fiscal year ended January 29 1967 
we showed a fine increase in sales over 1965. Sales 
were $467,545,000 — an increase of 16 per cent over 
the previous year’s $402,194,000. 

Net profit was up 13 per cent, with earnings of 
$7,836,000 or $1.58 per share in 1966, compared to 
$6,938,000 or $1.44 per share in 1965 (after adjust¬ 
ment for the stock dividend and split). 

DIVIDENDS 

During 1966, quarterly cash dividends of 40 cents 
per common share were paid in March, June, and 
September; and 20 cents was paid in December on the 
split shares after the 100 per cent stock distribution. 

A three per cent stock dividend was issued in July, 
in addition to a 100 per cent stock distribution in 
September. 

A dividend of 31 cents per preferred share was paid 
April 1, 1966, and 52^/2 cents per share on July 1, 
October 1, and January 1 1967. 

Your Board of Directors will consider a three per 
cent stock dividend at the April meeting; which, if 
approved, will be distributed in July. 

FINANCIAL 

Our capital additions for 1966 were $13.9 million, 
of which $5.9 million was by real estate subsidiaries. 
Of the $8.0 million balance, $4.5 million was used for 
new facilities, and $3.5 million was invested in new 
equipment and the remodeling of older facilities. Our 
provision for depreciation in 1966 was $4.7 million. 

For 1967, we have budgeted $18 million, of which 
$5.7 million will be used for new facilities, $3.8 mil¬ 
lion for modernizing existing facilities, and $8.5 mil¬ 
lion by real estate subsidiaries. 

Internally generated funds will be adequate for our 
necessary capital expenditures, except for the amount 
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required by the real estate subsidiaries, on which we 
will have 100 per cent financing. At the end of the latest 
fiscal year, property held by real estate subsidiaries 
aggregated $17.7 million. 

GENERAL 

On January 29 1967, the end of our 1966 fiscal 
year, we had a total of 195 stores in operation, includ¬ 
ing eleven Gemco membership department stores (six in 
the Southern Region and five in the Northern Region). 

Of these 195 stores, 18 are in the Seattle-Tacoma 
Area, 67 in the San Francisco Bay Area, and 28 in the 
Sacramento Area, for a total of 113 in the Northern 
Region. We have eight stores in Tucson, seven in 
Phoenix, 14 in San Diego, and 53 in the Greater Los 
Angeles Area, for a total of 82 in the Southern Region. 

Since 1962, certain Lucky stores have been operat¬ 
ing under the discount pricing concept, which simply 
means we offer a single, everyday, low price on each 
item in the store. By December of 1966, all of our 
stores were operating under this discount pricing con¬ 
cept, with the exception of 79 stores in the Bay Area 
and Sacramento. 

On the evening of January 8 1967, these remaining 
79 stores were closed for three days to permit the re¬ 
merchandising and repricing of all items, and opened 


on Thursday, January 12 as Lucky discount supermar¬ 
kets. This major merchandising change, along with its 
attendant conversion costs in this large group of stores, 
had a definite lowering impact on earnings, which was 
reflected in the fourth quarter. 

At the present time we are operating basically three 
types of units—166 discount supermarkets, approxi¬ 
mately 20,000 sq. ft. in size; 18 discount centers, rang¬ 
ing in size from 30,000 to 65,000 sq. ft.; and eleven 
Gemco units, each approximately 100,000 sq. ft. 

During the year, we opened 23 new stores (three of 
which are Gemco units) and closed eight, for a net gain 
of 15. Those closed during the year were either at or 
near the end of the leases, or were too small to be oper¬ 
ated profitably under the discount pricing concept. 

We plan to open about 19 new stores in 1967 (three 
of which will be Gemco units) and to close three or four 
small stores. 

Our bakery in San Leandro which opened in Decem¬ 
ber of 1965 to serve the Northern California stores, has 
proved to be a very satisfactory and profitable opera¬ 
tion. Construction has been started on a second plant of 
about the same size (42,000 sq. ft.) in Buena Park, to 
serve our Southern California stores. It is anticipated 
that this bakery will be in operation by September of 
this year. 

































































































Plans have been approved and architectural draw¬ 
ings are underway for a meat distribution facility of 
about 76,000 sq. ft. in Buena Park. This will permit us 
to achieve certain operating efficiencies in processing 
and distributing meat in our Southern California stores. 
We expect the project to be completed the latter part 
of 1968. 

Our IBM system 360 was installed in July of 1966. 
This new computer system is designed to meet our pres¬ 
ent and short-range future objectives in data processing. 
The requirements for information about our business 
have changed dramatically during the past five years, 
as the size of our company has more than doubled. The 
operation of a central data processing facility, serving 
both regions, assures us of the maximum utilization of 
equipment, personnel, and management concepts. 

Lucky made significant progress in 1966, despite the 
impact of a work stoppage in our San Leandro ware¬ 
house and the costs of converting our merchandising 
program in Northern California. We showed a net profit 
improvement almost equal to our sales gain. During the 
last five years, average annual store sales have increased 
from $1.5 million to $2.4 million. As our store sales 
have increased, operating cost ratios have gone down, 
enabling us to reduce prices and to give even greater 
value to our customers, while producing an increase in 
return to our shareholders. 


Lucky’s 8300 employees have indicated, by their 
wonderful cooperation and dedicated efforts, their sin¬ 
cere desire to serve our customers better and to merit 
increased patronage. Each of us believes he is making 
a contribution to his community and to our nation by 
rendering a necessary service, and at an amazingly low 
cost. For this service, Lucky shareholders have earned 
a very modest 17 cents on each $10 order. About one- 
half of this was paid in cash dividends, and the balance 
has been retained in the business for modernization, 
fixturization, and the development of new stores and 
facilities to better serve our expanding population. 

Our management team draws freely on our Board of 
Directors for advice and guidance. Their wisdom and 
judgment have contributed greatly to Lucky’s continu¬ 
ing progress. On behalf of our shareholders and our 
employees, we express sincere appreciation. 



President 




EARNINGS PER SHARE COMMON STOCK* 

10 YEARS 

1966 

$ 1.58 

1965 

1.44 

1964 (53 Weeks) 

1.01 

1963 

.64 

1962 

.57 

1961 

.51 

1960 

.59 

1959 (53Weeks) 

.60 

1958 

.58 

1957 

.53 

*Years prior to 1966 adjusted for 

stock split and stock dividends 
































LUCKY STORES, INC. 
CONSOLIDATED BALANCE SHEET 


January 29 

ASSETS 1967 

Current assets: 

Cash and short-term securities. $ 6,430,000 

Accounts receivable. 2,956,000 

Merchandise inventories, at cost or market, whichever is lower. 28,519,000 

Prepaid expenses and supplies. 2,438,000 

Store properties held for sale and leaseback (including $4,149,000 
in 1966 to be held by consolidated real estate subsidiaries for 

which they had obtained long-term financing commitments). 4,544,000 

Total current assets. 44,887,000 

Property, plant and equipment, at cost, less accumulated depreciation 
and amortization (Note 2): 

Lucky Stores, Inc. 29,575,000 

Real estate subsidiaries. 17,669,000 

Long-term receivables, licenses and other assets. 2,045,000 

$94,176,000 


LIABILITIES AND STOCKHOLDERS’ EQUITY 


Current liabilities: 

Long-term obligations—instalments due within one year (Note 3). $ 1,801,000 

Accounts payable and accrued expenses. 29,874,000 

Estimated federal income taxes. 2,606,000 

Total current liabilities. 34,281,000 

Long-term obligations—instalments due after one year (Note 3): 

Lucky Stores, Inc. 7,001,000 

Real estate subsidiaries. 17,297,000 

Deferred credit representing accumulated reductions in federal income taxes .... 903,000 


Stockholders’ equity: 

Preferred stock, authorized —100,000 shares, par value $50 per share; 
400,000 shares without par value: 

4.2% Series, $50 par value, cumulative and convertible —issued and 


outstanding, 89,582 and 89,432 shares (Note 4). 4,479,000 

Common stock, authorized 10,000,000 shares, par value $1.25 per 
share —issued and outstanding, 4,836,232 and 2,338,412 shares 

(Notes 4 and 5). 6,045,000 

Capital in excess of par value of capital stock issued (Note 6). 9,817,000 

Earnings retained for use in the business, per accompanying statement (Note 3) . . . 14,353,000 

Total stockholders’ equity. 34,694,000 

Long-term lease commitments (Note 2) _ 


$94,176,000 


January 30 
1966 


$ 7,839,000 
2,533,000 
24,905,000 
2,170,000 

6,963,000 

44,410,000 

26,723,000 

11,839,000 

1,752,000 

$84,724,000 


$ 2,370,000 
25,522,000 
5,768,000 
33,660,000 

7,797,000 

11,687,000 

893,000 


4,472,000 


2,923,000 

9,932,000 

13,360,000 

30,687,000 


$84,724,000 









































LUCKY STORES, INC. 

CONSOLIDATED STATEMENT OF EARNINGS 


Fiscal year ended 


January 29 January 30 

1967 1966 

(52 weeks) (52 weeks) 

Sales and other operating revenues. $467,545,000 $402,194,000 

Cost of goods sold. 370,627,000 315,552,000 

96,918,000 86,642,000 

Selling, general and administrative expenses. 76,662,000 69,066,000 

Provision for depreciation and amortization. 4,724,000 4,350,000 

Interest expense. 1,316,000 938,000 

82,702,000 74,354,000 

14,216,000 12,288,000 

Estimated federal income taxes. 6,380,000 5,350,000 

Net earnings for year. 7,836,000 6,938,000 

Earnings retained for use in the business, beginning of year. 13,360,000 11,953,000 

21,196,000 18,891,000 

Dividends paid: 

On common stock: 

In cash—$.80 and $.65 per share. 3,801,000 2,986,000 

In common stock—3%. 2,873,000 2,469,000 

On preferred stock. 169,000 

Cost of common stock purchased. 76,000 

6,843,000 5,531,000 

Earnings retained for use in the business, end of year (Note 2) . $14,353,000 $13,360,000 

Net earnings per common share. $1.58 $1.44 


LUCKY STORES. INC. 

NOTES TO FINANCIAL STATEMENTS 

NOTE 1— Basis of preparation of statements: 

The consolidated financial statements include the accounts of all subsidiaries, including Shoppers Markets, Inc. which was acquired in a pooling of 
interests in 1965 and was merged with the Company in June 1966. 


NOTE 2 —Property, plant and equipment: 


Lucky Stores, Inc. _ Real estate subsidiaries 



January 29 

January 30 

January 29 

January 30 


1967 

1966 

1967 

1966 

Buildings. 


$ 2,950,000 

$10,457,000 

$ 7,531,000 

Leasehold costs and improvements. 

Fixtures and equipment. 


6,235,000 

38,748,000 

508,000 

361,000 


53,461,000 

47,933,000 

10,965,000 

7,892,000 

Less —Accumulated depreciation and amortization . 

. . 25,423,000 

22,848,000 

606,000 

303,000 


28,038,000 

25,085,000 

10,359,000 

7,589,000 

Land. 


1,638,000 

7,310,000 

4,250,000 


$29,575,000 

$26,723,000 

$17,669,000 

$11,839,000 


NOTE 2 continued on next page. 










































































Notes Continued: 


At January 29 1967 all land and buildings owned by real estate subsidiaries and approximately $3,200,000 of land, buildings and equipment owned by 
Lucky Stores, Inc. were pledged to secure notes payable. 

Most of the stores and certain other facilities operated by the Company are leased. Minimum annual rentals under leases in effect at January 29 1967 
are summarized as follows: 


Fiscal years 
ending in 

Approximate 
annual rent 

1968 

$6,800,000 

1969 - 1970 

6,700,000 

1971 - 1975 

6,300,000 

1976 - 1980 

5,600,000 

1981 - 1985 

4,000,000 

1986 - 1993 

2,500,000 or less 


Most of the leases also require payment of property taxes and insurance and provide for additional rentals if sales exceed specified amounts. 


NOTE 3-Long-term obligations: 


Lucky Stores, Inc.: 

Unsecured 5.48% notes payable in annual 
instalments of $583,000 to 1975 and 
$587,000 in 1976 .... 

Unsecured notes to be paid in subsequent 

year. 

Mortgage notes payable through 1979 
Long-term obligation under conditional 
purchase of certain trucking equipment, 
payable $158,000 annually, including 
interest, to 1974 . 


Real estate subsidiaries: 

Mortgage notes payable $195,000 an¬ 
nually, including interest, to 1982 and 
remaining principal of $870,000 in 1983 
Mortgage notes payable $342,000 an¬ 
nually, including interest, to 1990 
Mortgage notes payable $769,000 an¬ 
nually, including interest, to 1992 

Total (including $1,801,000 and $2,370,000 
due within one year). 


January 29 
1967 

January 30 
1966 

$ 5,834,000 

$ 6,417,000 

308,000 

1,223,000 

1,185,000 

1,584,000 

914,000 

8,279,000 

825,000 

10,011,000 

2,336,000 

2,389,000 

4,542,000 

4,645,000 

10,942,000 

17,820,000 

4,809,000 

11,843,000 

$26,099,000 

$21,854,000 


The unsecured loan agreement contains restrictions as to the payment of 
cash dividends. At January 29 1967 earnings retained for use in the business 
in the amount of $3,313,000 were not restricted. 


note 4-Preferred stock: 

Each share of the 4.2% cumulative convertible preferred stock is entitled 
to one vote in respect to all matters subject to the vote of shareholders. The 
shares are subject to redemption at $50 per share after September 30 1975 
and the Company is required, commencing at that time, to set aside funds 
sufficient to retire the shares ratably over a ten-year period. Each share 
may be converted into 1.85 shares of common stock on or before September 
30 1975. 


NOTE 5 —Stock option plans: 

Under the Qualified Stock Option Plan options to purchase common stock 
may be granted to key employees at not less than the fair market price at 
the time of grant. No options may be exercised within two years from the 
date of grant or after the expiration of five years. 

The following summarizes the activity during the year under the stock 
option plans: 


Common Shares 


Balance, January 30 1966 . 

Options 

outstanding 

76,380 

Reserved 
for options 

95,570 

Options terminated. 

(200) 

200 

Adjustment for 3% stock dividend . 

2,214 

2,873 

Adjustment for 100% stock distribution . 

78,394 

98,643 

Options granted at $16,375 per share . 

49,650 

(49,650) 

Options exercised (representing options granted 
during years 1961 to 1964 at prices ranging 
from $5.95 to $15.32 per share) . . . 

Balance, January 29 1967 . 

(18,965) 

187,473 

147,636 


The outstanding options at January 29 1967 represent grants from 1962 
through 1966 at prices ranging from $5.95 to $18.33 per share. 


NOTE 6 —Capital in excess of par value of capital stock issued: 


Balance, January 30 1966 .$9,932,000 

Excess of market value over par value of 70,152 shares of 
common stock issued as a 3% stock dividend on July 22 

1966 . 2,784,000 

Excess of amount received over par value of 18,965 shares 
of common stock sold upon exercise of stock options . 112,000 

Amount transferred to stated capital, representing total par 
value of 2,408,632 shares of common stock issued as a 
100% stock distribution on September 28 1966 . . . (3,011,000) 

Balance, January 29 1967 . $9,817,000 











































LUCKY STORES, INC. 

CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


Fiscal year ended 



January 29 

January 30 

Funds provided: 

From operations: 

1967 

1966 

Net earnings for the year. 

Expenses which did not require cash outlay— 


$ 6,938,000 

Depreciation and amortization. 


4,350,000 


12,560,000 

11,288,000 

Proceeds from secured long-term borrowings. 

. . . 6,305,000 

6,507,000 

Proceeds from sales of property, plant and equipment. 

. . . 483,000 

275,000 

Common stock sold upon exercise of stock options. 

. . . 137,000 

276,000 

Funds applied: 

Additions to property, plant and equipment: 

19,485,000 

18,346,000 

Lucky Stores, Inc. 


7,153,000 

Real estate subsidiaries. 


5,535,000 

Cash dividends. 


2,986,000 

Reduction of non-current portion of long-term obligations .... 

. . . 1,491,000 

2,368,000 

Other (net). 


235,000 


19,629,000 

18,277,000 

Net increase (decrease) in working capital .... 

Working capital: 

. . . ($144,000) 

$69,000 

At beginning of fiscal year. 


$10,681,000 

At end of fiscal year. 


10,750,000 

Net increase (decrease) in working capital .... 

. . . ($144,000) 

$69,000 


Price Waterhouse & Co. 


120 Montoomehy Street 
San Francisco 94104 


March 20 1967 

To the Board of Directors of 
Lucky Stores, Inc. 

In our opinion, the accompanying consolidated balance sheet, the related consolidated statement of earnings and 
the consolidated statement of source and application of funds present fairly the financial position of Lucky Stores, Inc. 
and its subsidiaries at January 29 1967, the results of their operations and the supplementary information on funds 
for the fiscal year (52 weeks) then ended, in conformity with generally accepted accounting principles applied on a 
basis consistent with that of the preceding year. Our examination of these statements was made in accordance with 
generally accepted auditing standards and accordingly included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. 
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Warnings and dividends per share for years prior to 1966 have been adjusted for 100% stock distribution and stock dividends 
Also 100% stock distribution in Sept. 1966 
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